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MATTER OF: { Tafiniticn of "other safe m:{m: soction & of

DIGEST: < Jor purposes of imatia::; FTirse Movvill Act land-
grant funda. bonds rated "A” or bettar by ene of
asrablfzied &l leadine kond vatin= soervieds oy
ke consideved by L’irn 2t o woluxcbia ag congtie
tuting “otir safa bomde’” vifain magaiag o tiat
chroze a3 used in such acts =0 Losp. Code 712
€i271) wodified.

3. Por purposss of investing Pivst torrill Act ilande
- ' arzat furuls, “nrudent man vele” 18 too hrovad aad
wiuuv‘ 1o 06 uUed 88 Test Jor Wil congiitulos
“erhar 2afe donds’ within the maaning o that
phrasa &2 used in such &ty since wen nay citfer
&3 to what 18 rassonadla and prudant.

" This decision to tha Mavor-Cormissionsr of the District of .
[ Columbia is mursuzant to tha nmam. ef “av 10, 1974, frer the
L Tpacdial Azslstant to ths lun iasicnar ISy our vicws 83 20
vaat coptitutes Hothar saie boma"/ £s 1ot porase is used in
sactkion 4 of tha Flrst tocrill AL, 7 Lib.w 304,

In our decision to tha Ywyor of the Tdstrict of (olu'dia
fa 50 Comp. Geae 712 (1371), we discusscd ssveral lczal problems
velatinz to the investasat of ths land-granskt andownent to Fedemal 77
_-- City Lolleze, suthorized putsuant o iz oovisions of Dublic

Law 9inlk, approved JUaS i, 1968, &2 Stat. iale e motaed that

Settion & of the PFirat torrill Act setuires that ths contes B

iavested in, sonz other things, “bonds of Usa Uaited States or_

of the Statas or gone otier safe bonds.” (fophasis suppiisd.)

Vith vespsct to vhether “other safe tonds™ could be industrisl
Sonds, in our dacisions we stated in pertisent part thats

e X R illt appests f30m the letter of Saptacder 2,
1970, frea the Asscciste Comaissioner for iigher Education,
quotad in part abave, that IEN considers bonds spproved
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for {investments by fiduciaries hv Rule 23 of the Rules
of the Uanited States District Court for tiha District
of Colundia to be ‘other ssfe bonds.' Ve agree with
KEW's determination that boads anproved for investe
ments by fiduclarxies may be considered ‘cther safe
bends.' Therefore, 1t i3 ocur view that the District
nay invest its land~grant funds in industrial bonds
which are enproved for iuvestment by fiduciaries
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Since wa iasued that dacision the courts of the District of
Colunmbia have beon reorcanized aad thoy no fsm-ew waiataia a iist of
annroved sccurities, iula 23 of the local Exlted States District
Court which soverned fnvesiments fn tihae pigtrict by riduciarics
has beens revisad and 13 now nule 200 of fhag ddstrict or wwlucbis
Sunerioy Court. Tha new rule nrovides that :€iduciaries are to be

. governed by the so~called prudent man rule” which, eseentially,

requires trustess to exercl.sa thair judanent ia a manner enuivalent
to that of & raasoaable and prudent nan cunazed ia Lils own afiialrs
taking into account all relevant circuustances.

Your VSpccm Assistant points out that under Rule 306 there is
0o longer & nrecise standard and he describas saveral possible
interpretations as followsi

v, that ‘other gafe bonds' include bonds desuad
to meet the prudsnce test of \Itnle 306,

"2, that bouds rated A or batter by ene of the
laading ratiang sarvices such as iwoodys or
Standards aad Poors be deempd to wmeel tha
tast.

*3. that some othsr relevant parameter or
parameters be recuired in addition to the
one sat forth in nuber WO AaDve,

" In effect our views ars requasted on timse alternatives.

. The First Morrill Act mentions “othar safe bonds™ {n context
with Federal and 5State boad obiigations, or where tha State has no
bonds, with sacurities agreed to by the Stame iegislature. The
lagislative hiatory of tia act indicates thu;\ the monies derived by
the States (and the District) are to be invested comservativoly
wvith prinas inportance on this mainteuance of tha principval awouat.
1f£ the princival s dininished it wuld hawe to'ba restored by the
District. S0 Coop. Gen. 712, 716 (1971). The Departnant of Leaith,

l.’. -‘-
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Education. and Valfare (HEW)ewvhich adninistars the Pirst Marrill
Act and which recaives and reviews the anuual reports rsauired by
that acte-felt in 1970 that these funds siould be iavested in the
specific bonds listed by the court under former Rule 23 &34 we
vuderstand that tha bouds on that 1ist were selected using very

_conssrvative standards,

te fecl tha so-called "prudent maa rule” i3 toth too broad end
Lo0 GuujCibadd SO Waupdy Wilii Lud L0livi SLAGDGRUASE waididd clddd
higtoricaily bcen established {or iuvestnent ox tasse fumdis. Hen
may wvall differ over what is reasonable and prudent. Va underatand
that da Lha rinancial sorlic bonus rated A 0F wailer Uy ous obl Liag
laasding rating sarvices would senerally be coasidarcsd saie bonds.
Accoruinzly, we would not odjecct to daiininy “othar saie bouds™ &8
those zated A Oor belter by oug ©f tae icauinog ratiaug sarvices,
subject to aay further restrictions which Hik——with vhich wa

- believe the District should consulte—may icpose.
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